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INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and
Members of the City Council
City of Windcrest, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Windcrest, Texas (the “City™) as of and for the year ended September 30, 2017, and the
related notes to the financial statements, which collectively comprise the City’s basic financial statements as listed
in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the City’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

7330 San Pedro Ave Suite 901 San Antonio, TX 78216 (210) 341-2581 Fax:(210) 341-2588 abipcpa.com



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the discretely presented component
units, each major fund, and the aggregate remaining fund information of the City of Windcrest, Texas as of
September 30, 2017, and the respective changes in financial position, and where applicable, cash flows thereof for
the year then ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis, Budgetary Comparison Information, Schedule of Changes in Net Pension Liability and
Related Ratios and Schedule of Employer Contributions be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City's basic financial statements. The combining nonmajor fund financial statements are presented
for purposes of additional analysis and are not a required part of the basic financial statements. The combining
nonmajor fund financial statements are the responsibility of management and were derived from, and relate
directly to, the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial statements
and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted
in the United States of America. In our opinion, the combining nonmajor fund financial statements are fairly
stated, in all material respects, in relation to the basic financial statements as a whole.

Other Repofting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 14, 2018 on our
consideration of the City’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in considering the
City’s internal control over financial reporting and compliance.

AR

San Antonio, Texas
May 14, 2018

1 1T 1 |

RS I |

1

B

1

T 1 1 71 1

B |

B |

1



CITY OF WINDCREST, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

As management of the City of Windcrest (“City”), we offer readers of the City’s financial statements this
narrative overview and analysis of the financial activities for the fiscal year ended September 30, 2017.

Financial Highlights

The City’s total combined net position was $13,148,160 at September 30, 2017.

e  During the year, the City’s change in net position was a decrease of $377,995 for governmental activities
and a decrease of $102,521 for business-type activities.

e The City’s general fund reported a year-end fund balance of $2,191,598, a decrease of $260,210 from the
previous year. This unassigned fund balance represents 35.22% of general fund operating expenditures for
the year.

e The City’s garbage utility fund experienced another operating loss this year as total net position decreased
$102,521, leaving a deficit net position of $279,930 in this fund.

e  Total revenues for the City decreased 0.9% from the previous year and total expenses increased 8.6%.
OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City of Windcrest’s basic financial
statements. The City’s basic financial statements consist of three components: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to the basic financial statements. This report also contains
supplementary information intended to furnish additional detail to support the basic financial statements
themselves.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements are designed to provide readers with a broad overview of the City’s
finances, in a manner similar to a private-sector business.

The statement of net position presents financial information on all of the City’s assets, liabilities, and deferred
inflows/outflows of resources, with the difference between these reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the City is improving
or deteriorating.

The statement of activities presents information showing how the City’s net position changed during the most
recent fiscal year. All changes in net position are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes and
earned but unused vacation leave).



Both the government-wide financial statements distinguish functions of the City that are principally supported by
taxes and intergovernmental revenues (governmental activities) from other functions that are intended to recover
all or a significant portion of their costs through user fees and charges (business-type activities). The
governmental activities of the City include general government, public safety, public works, and animal control.
The business-type activities of the City are comprised of garbage utilities.

The government-wide financial statements include not only the City itself (known as the primary government),
but also a legally separate economic development corporation and a legally separate crime control and prevention
district for which the City is financially accountable. Financial information for these component units is reported
separately from the financial information presented for the primary government itself.

The government-wide financial statements can be found on pages 12-15 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The City of Windcrest, like other state
and local governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal

requirements. All of the funds of the City can be divided into two categories: governmental funds and proprietary
funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and outflows of
spendable resources, as well as balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the City’s near-term financing decisions. Both the governmental fund balance sheet and
the governmental fund statement of revenues, expenditures, and changes in fund balances provide a reconciliation
to facilitate this comparison between governmental funds and governmental activities.

The City maintains fourteen individual governmental funds. Information is presented separately in the
governmental funds balance sheet and in the governmental fund statement of revenues, expenditures, and changes
in fund balances for the general fund, the capital projects fund, and the debt service fund, which are considered to
be major funds. Data for the other eleven governmental funds are combined into a single, aggregated presentation.
Individual fund data for each of these nonmajor governmental funds is provided in the form of combining
statements in the combining fund statements section of the report.

The basic governmental fund financial statements can be found on pages 16-19 of this report.
Proprietary funds. The City maintains one type of proprietary fund. Enterprise funds are used to report the
same functions presented as business-type activities in the government-wide financial statements. The City uses

an enterprise fund to account for its garbage utility operations.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more
detail.

The basic proprietary fund financial statements can be found on pages 20-22 of this report.
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Notes to the financial statements. The notes provide additional information that is necessary to acquire a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 25-48 of this report.

Other information. In addition to the basic financial statements and the accompanying notes, this report presents
required supplementary information (RSI). The City adopts an annual appropriated budget for its general fund. A
budgetary comparison schedule has been provided for the general fund to demonstrate compliance with this
budget. Also presented as RSI is information concerning the City’s pension plan. Required supplementary
information can be found on pages 51-54 of this report.

The combining statements referred to earlier in connection with nonmajor governmental funds are presented
immediately following the required supplementary information. Combining fund statements can be found on
pages 58-61 of this report.

Government-wide Financial Analysis
As noted earlier, net position may serve over time as a useful indicator of a government’s financial position. In
the case of the City, assets and deferred outflows of resources exceeded liabilities and deferred inflows of

resources by $13,148,160 (net position). Of this amount, $1,331,778 (10.1%) (unrestricted net position) may be
used to meet the ongoing obligations to citizens and creditors.

(The remainder of this page is intentionally left blank)



CITY OF WINDCREST’S NET POSITION INFORMATION:

Current Assets:
Cash and cash equivalents
Investments
Receivables, net
Due from component unit
Prepaid expense
Internal balances

Total current assets

Non-Current Assets:
Land
Buildings and improvements
Improvements other than buildings

Furniture and equipment
Less: accumulated depreciation

Total non-current assets
Total assets
Deferred outflows of resources

Current Liabilities:
Accounts payable and other
current liabilities

Total current liabilities

Non-Current Liabilities:
Due within one year
Due in more than one year

Total non-current liabilities

Total liabilities
Deferred inflows of resources

Net Position:
Net investment in capital assets
Restricted
Unrestricted

Total net position

TABLE 1

CITY OF WINDCREST’S NET POSITION

GOVERNMENTAL

BUSINESS-TYPE

ACTIVITIES ACTIVITIES TOTAL
2017 2016 2017 2016 2017 2016
$  1,609797 S 2152431 S 26,494 S 26414 S 1636291 S 2,178,845
232,089 - - . 232,089 -
1,113,946 791,504 79,066 124,602 1,193,012 916,106
182.000 182,000 - . 182,000 182,000
7372 . . - 7372 -
284,672 168.976 (284,672) (168.976) - -
3,429,876 3,294.911 (179,112) (17,960) 3,250,764 3,276,951
347,050 347,050 . . 347,050 347,050
2,437.470 2,287,315 ; . 2,437,470 2,287,315
13,808,160 12,144,163 . - 13,808,160 12,144,163
4,690,526 4,353,330 - - 4,690,526 4,353,330
(9.,660,050) (8,660,611) - - (9,660,050) (8.660,611)
11,623,156 10,471,247 . R 11,623,156 10,471,247
15,053,032 13.766,158 (179.112) (17.960) 14,873,920 13,748,198
530,504 623,361 - . 530,504 623,361
801.091 621,778 100,818 159.449 901,909 781,227
801,091 621,778 100,818 159,449 901,909 781,227
156,172 33,823 - . 156,172 33,823
1,146,741 695,955 . - 1,146,741 695,955
1,302,913 729,778 . - 1,302,913 729,778
2,104,004 1,351,556 100,818 159.449 2,204,822 1,511,005
51,442 92,705 . : 51,442 92,705
11,623.156 11,354,369 - . 11,623,156 11,354,369
193,226 196,434 . . 193,226 196,434
1,611,708 2,277,577 (279.930) (177.409) 1,331,778 2,100,168
S 13428090 S 13828380 S (279.930) S (177409) S 13,148,160 S 13,650,971

By far, the largest portion of the City’s net position, $11,623,156 (88.4%) reflects its investment in capital assets
(e.g., land, buildings, machinery, equipment, vehicles, and infrastructure). The City uses these capital assets to

provide a variety of services to its citizens. Accordingly, these assets are not available for future spending.

A small portion of the City’s net position (1.5%) represents resources that are subject to external restrictions on
how they may be used. The remaining balance of $1,331,778 is unrestricted and may be used to meet the City’s
ongoing obligations to its citizens and creditors.



During the year ended September 30, 2017, the City’s total net position decreased by $502,811. Total revenues
were $7,819,593 and expenses were $8,300,109. A significant portion, 74% of the City’s revenues came from
taxes, 25.3% came from grants and charges for services, while the remaining amount came from investment
earnings and other miscellaneous revenues.

The following table indicates changes in net position for the governmental and business-type activities for the
City as of September 30, 2017, compared to 2016.

TABLE 2
CITY OF WINDCREST’S CHANGES IN NET POSITION

GOVERNMENTAL BUSINESS-TYPE
ACTIVITIES ACTIVITIES TOTAL
2017 2016 2017 2016 2017 2016
REVENUES:
Program Revenues:
Charges for services S 1.060,884 S 904,278 S 901,212 S 827629 S 1,962,096 S 1,731,907
Operating grants and
contributions 16,524 35.766 - - 16,524 35.766
General Revenues:
Property taxes 1,778,300 1,752,353 - - 1,778,300 1,752,353
Other taxes 4,009,059 4,242,834 - - 4,009,059 4,242,834
Investment carnings 9,537 1,454 79 3 9,616 1,457
Other 43,998 124,967 - - 43,998 124,967
Total revenues 6,918,302 7.061,652 901,291 827.632 7.819.593 7.889.284
EXPENSES:
General government 2,918,483 2,614,526 - - 2,918,483 2,614,526
Public safety 3,019,638 2914,177 - - 3,019,638 2914177
Public works 1,170,154 1,059,032 . - 1.170.154 1,059,032
Animal control 171,400 170,533 - - 171,400 170,533
Interest 16,622 - - - 16,622 -
Garbage - - 1,003,812 884,034 1,003,812 884,034
Total expenses 7.296.297 6,758,268 1,003,812 884,034 8,300,109 7,642,302
Change in net position (377,995) 303,384 (102,521) (56,402) (480,516) 246,982
NET POSITION - BEGINNING 13,828,380 13,524,996 (177.409) (121,007) 13,650,971 13.403,989
PRIOR PERIOD ADJUSTMENT (22,295) - - - (22,295) -
NET POSITION - BEGINNING, AS RESTATED 13,806,085 13,524,996 (177.409) (121,007) 13,628.676 13,403,989
NET POSITION - ENDING $ 13428090 S§ 13828380 S (279.930) S (177,409) S 13,148,160 S  13.650.971

Governmental activities. Key elements of changes in governmental activities from the prior year follow:

¢ Total revenues decreased by $143,350, primarily due to a decrease in sales tax revenues and
miscellaneous revenues.

e Total expenses increased by $538,029, with the largest increase in general government expenses.

Property tax rates decreased to $0.308093, all of which was allocated to operations. Property taxes levied
changed from $1,776,119 in 2016 to $1,791,039 in 2017, an increase of $14,920.






